Advanced Internal Auditing by University of Johannesburg
 Page 1 of 18 
 
 
 
ADVANCED INTERNAL AUDITING – 2016 
ASSESSMENT OPPORTUNITY 2 
JUNE 2016 
 
FIRST EXAMINERS: MR W MALHERBE   TIME: 110 MINUTES 
SECOND EXAMINER:  PROF B MARX   MARKS: 75 MARKS 
 
INSTRUCTIONS: 
1. This paper consists of eighteen pages (including Appendix A). If your paper does 
not contain all the pages, please put up your hand so that a replacement paper 
can be handed to you. 
2. Answer all the questions. 
3. Answer each question on a separate folio.  
4. Calculate the time that you should spend on each question by multiplying the 
number of marks for each question by about 1,5 to determine the time, in 
minutes, available for each question. Adhere to these time constraints in order to 
finish the paper in the given time. 
5. Delete all (even single open lines) open spaces on your answer sheets with pen. 
Pages on your answer sheets that contain open spaces will be marked as such 
and those pages will not be eligible for a remark. 
6. No tippex or pencil may be used on your answer sheets. Pages on your answer 
sheets that contain pencil or tippex will be marked as such and will not be eligible 
for a remark. 
7. All the examination regulations of the UJ and the policy document for students of 
the Department of Accountancy will apply during this assessment. 
8. Hand this paper in, as it will be distributed with your marked answer sheet.  
9. The neatness, disclosure and presentation of your answers will be taken into 
account when marking your paper. 
10. Read questions carefully, if you need to provide explanations you should 
always use full sentences, refrain from simply naming facts. 
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QUESTION 1 57 MARKS 
 
Please indicate the correct answer next to the relevant number on your answer sheet. For 
example:  
 
101. F 
102. G etc. 
 
1. Audit committees are most likely to participate in the approval of: 
 
 a. Audit staff promotions and salary increases. 
 b. The internal audit report observations and recommendations. 
 c. Audit work schedules. 
 d. The appointment of the chief audit executive. 
 
2. A chief audit executive (CAE) has been requested by the audit committee to conduct 
an engagement at a chemical factory as soon as possible.  The engagement will 
include reviews of health, safety, and environmental (HSE) management and 
processes.  The CAE knows that the internal audit activity does not possess the HSE 
knowledge necessary to conduct such an engagement.  The CAE should: 
 
 a. Begin the engagement and incorporate HSE training into next year’s planning 
to prepare for a follow-up engagement. 
 b. Suggest to the audit committee that the factory’s own HSE staff conduct the 
engagement. 
 c. Seek permission from the audit committee to obtain appropriate support from 
an HSE professional. 
 d. Defer the engagement and tell the audit committee that it will take several 
months to train internal audit staff for such an engagement. 
 
3. An auditor, nearly finished with an engagement, discovers that the director of marketing 
has a gambling habit.  The gambling issue is not directly related to the existing 
engagement and there is pressure to complete the current engagement.  The auditor 
notes the problem and forwards the information to the chief audit executive but 
performs no further follow-up.  The auditor’s actions would: 
 
 a. Be in violation of The IIA’s Code of Ethics for withholding meaningful 
information. 
 b. Be in violation of the Standards because the auditor did not properly follow up 
on a red flag that might indicate the existence of fraud. 
 c. Not be in violation of either The IIA’s Code of Ethics or Standards. 
 d. Both a and b. 
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4. The most important reason for the chief audit executive to ensure that the internal audit 
activity has adequate and sufficient resources is to: 
 
 a. Ensure that the activity is adequately protected from outsourcing. 
 b. Demonstrate sufficient capability to meet the audit plan requirements. 
 c. Establish creditability with the audit committee and management. 
 d. Fulfil the need for effectiveness succession planning. 
 
5. When assessing the risk associated with an activity, an internal auditor should: 
 
 a. Determining how the risk should best be managed. 
 b. Provide assurance on the management of the risk. 
 c. Update the risk management process based on risk exposures. 
 d. Design controls to mitigate the identified risks. 
 
6. The internal audit activity has recently experienced the departure of two internal 
auditors who cannot be immediately replaced due to budget constraints.  Which of the 
following is the least desirable option for efficiently completing future engagements, 
given this reduction in resources? 
 
 a. Using self-assessment questionnaires to address audit objectives. 
 b. Employing information technology in audit planning, sampling, and 
documentation. 
 c. Eliminating consulting engagements from the engagement work schedule. 
 d. Filling vacancies with personnel from operating departments that are not being 
audited. 
 
7. The internal audit activity should contribute to the organization’s governance process 
by evaluating the processes through which: 
 
 I. Ethics and values are promoted. 
 II. Effective organizational performance management and accountability are 
ensured. 
 III. Risk and control information is communicated. 
 IV. Activities of the external and internal auditors and management are 
coordinated. 
 
 a. I only. 
 b. IV only 
 c. II and III only. 
 d. I, II, III and IV. 
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8. Which statement most accurately describes how criteria are established for use by 
internal auditors in determining whether goals and objectives have been 
accomplished? 
 
 a. Management is responsible for establishing the criteria. 
 b. Internal auditors should use professional standards or government regulations 
to establish the criteria. 
 c. The industry in which a company operates establishes criteria for each member 
company through benchmarks and best practices for that industry. 
 d. Appropriate accounting or auditing standards, including international 
standards, should be used as the criteria. 
 
9. Management and the board of directors are responsible for following up on 
observations and recommendations made by the external auditors.  What role, if any, 
should the internal audit activity have in the process? 
 
 a. The internal audit activity should have no role in this process in order to ensure 
independence. 
 b. The internal audit activity should only become involved if the chief audit 
executive has sufficient evidence that the follow-up is not occurring. 
 c. The internal audit activity should establish a monitoring process to review the 
adequacy and effectiveness of management’s follow-up actions. 
 d. The internal audit activity should become involved only if specifically requested 
by management or the board of directors. 
 
10. The function of the chief risk officer (CRO) is most effective when the CRO: 
 
 a. Manages risk as a member of senior management. 
 b. Shares the management of risk with line management. 
 c. Shares the management of risk with the chief audit executive. 
 d. Monitor risk as part of the enterprise risk management team. 
 
11. Many organizations use electronic funds transfer to pay their suppliers instead of 
issuing cheques.  Regarding the risks associated with issuing cheques, which of the 
following risk management techniques does this represent? 
 
 a. Controlling. 
 b. Accepting. 
 c. Transferring. 
 d. Avoiding. 
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12. The requirement that purchases be made from suppliers on an approved vendor list is 
an example of a: 
 
 a. Preventive control. 
 b. Detective control. 
 c. Corrective control. 
 d. Monitoring control. 
 
13. If an auditor’s preliminary evaluation of internal controls results in an observation that 
controls may be inadequate, the next step would be to: 
 
 a. Expand audit work prior to the preparation of an engagement final 
communication. 
 b. Prepare a flowchart depicting the internal control system. 
 c. Note an exception in the engagement final communication if losses have 
occurred.  
 d. Implement the desired controls. 
 
14. Divisional management stated that a recent gross margin increase was due to 
increased efficiency in manufacturing operations.  Which of the following audit 
procedures would be most relevant to that assertion? 
 
 a. Obtain a physical count of inventory. 
 b. Select a sample of products, then compare costs-per-unit this year to those of 
last year, test cost build-ups, and analyse standard cost variances. 
 c. Take a physical inventory of equipment to determine if there were significant 
changes. 
 d. Select a sample of finished goods inventory and trace raw materials cost back 
to purchase prices in order to determine the accuracy of the recorded raw 
materials price. 
 
15. Audit engagement programs testing internal controls should: 
 
 a. Be tailored for the audit of each operation. 
 b. Be generalized to fit all situations without regard to departmental lines. 
 c. Be generalized so as to be usable at various international locations of an 
organization. 
 d. Reduce costly duplication of effort by ensuring that every aspect of an operation 
is examined. 
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16. Which of the following best described an auditor’s responsibility after noting some 
indicators of fraud? 
 
 a. Expand activities to determine whether an investigation is warranted. 
 b. Report the possibility of fraud to senior management and ask how to proceed. 
 c. Consult with external legal counsel to determine the course of action to be 
taken. 
 d. Report the matter to the audit committee and request funding for outside 
specialists to help investigate the possible fraud. 
 
17. Which of the following examples of audit evidence is the most persuasive? 
 
 a. Real estate deeds, which were properly recorded with a government agency. 
 b. Cancelled checks written by the treasurer and returned from a bank. 
 c. Timecards for employees, which are stored by a manager. 
 d. Vendor invoices filed by the accounting department. 
 
18. Reviewing an edit listing of payroll changes processed during each payroll cycle would 
most likely reveal: 
 
 a. Undetected errors in the payroll rates of new employees. 
 b. Inaccurate payroll deductions. 
 c. Labour hours charged to the wrong account in the cost reporting system. 
 d. A failure to offer employees an opportunity to contribute to their pension plan. 
 
19. While testing a division’s compliance with company affirmative-action policies, an 
auditor found that: 
 
 (1) Five percent of the employees are from minority groups. 
 (2) No one from a minority group has been hired in the past year. 
 
 The most appropriate conclusion for the auditor to reach is that: 
 
 a. Insufficient evidence exists of compliance with affirmative-action policies. 
 b. The division is violating the company’s policies. 
 c. The company’s policies cannot be audited and hence cannot be enforced. 
 d. With five percent of its employees from minority groups, the division is 
effectively complying. 
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20. An internal audit team is performing a due diligence audit to assess plans for a potential 
merger/acquisition.  Which of the following would be the least valid reason for a 
company to merge with or acquire another company? 
 
 a. To diversify risk. 
 b. To respond to government policy. 
 c. To reduce labour costs. 
 d. To increase stock prices. 
 
21. A hospital is evaluating the purchase of software to integrate a new cost accounting 
system with its existing financial accounting system.  Which of the following describes 
the most effective way for the internal audit activity to be involved in the procurement 
process? 
 
 a. The internal audit activity evaluates whether performance specifications are 
consistent with the hospital’s needs. 
 b. The internal audit activity evaluates whether the application design meets 
internal development and documentation standards. 
 c. The internal audit activity determines whether the prototyped model is validated 
and reviewed with users before production use begins. 
 d. The internal audit activity has no involvement since the system has already 
been developed externally. 
 
22. One of the audit objectives for a manufacturing company is to verify that all rework is 
reviewed by the production engineer.  Which of the following audit procedures would 
provide the best evidence for meeting this objective? 
 
 a. Trace a sample of entries in the rework log to remedial action taken. 
 b. Trace a sample of rework orders to entries in the rework log. 
 c. Trace a sample of entries in the review log to rework orders. 
 d. Trace a sample of rework orders to entries in the review log. 
 
23. A follow-up review found that a significant internal control weakness had not been 
corrected.  The chief audit executive (CAE) discussed this matter with senior 
management and was informed of management’s willingness to accept the risk.  The 
CAE should: 
 
 a. Do nothing further because management is responsible for deciding the 
appropriate action to be taken in response to reported engagement 
observations and recommendations. 
 b. Initiate a fraud investigation to determine of employees had taken advantage of 
the internal control weakness. 
 c. Inform senior management that the weakness must be corrected and schedule 
another follow-up review. 
 d. Assess the reasons that senior management decided to accept the risk and 
inform the board of senior management’s decision. 
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24. According to the practice advisory, internal auditors are responsible for continuing their 
education in order to: 
 
 a. Satisfy the 40 hours per year of continuing professional education 
 b. Maintain their proficiency 
 c. Retain their CIA certification 
 d. Obtain professional certification 
 e. Qualify for membership in the Institute of Internal Auditors 
 
25. According to the Standards, internal assessment should include: 
 
 a. Annual reviews performed through self-assessment 
 b. Reviews by other persons within the organisation 
 c. Reviews by senior management 
 d. Ongoing review of the performance of the internal audit activity 
 
26. According to the Standards, the internal audit activity’s goals should specify 
 
 a. Engagement work schedules and activities to be reviewed 
 b. Policies and procedures to guide the internal audit staff 
 c. Measurement criteria and target dates for completion 
 d. Staffing plans and financial budgets 
 
27. In determining the resources necessary to perform the engagement, which of the 
following is the least important? 
 
 a. The number and experience level of the internal audit staff 
 b. Knowledge, skills and other competencies of the internal audit staff 
 c. Consideration of the use of external resources 
 d. The work performed by the external auditor in the area 
 e. Training needs of internal auditors since each engagement serves as a basis 
for meeting development needs of the internal audit activity 
 
28. Internal Audit “Practice Advisories” 
 
 a. Relate to performance standards only 
 b. Are mandatory standards 
 c. Provide application guidance for consulting services only 
 d. Are non-mandatory 
 e. Are interpretations of “Development and Practice Aids” 
 
29. Internal Quality Assessment Reviews primarily serve the needs of which individual or 
group? 
 
 a. Audit committee 
 b. Board  
 c. Chief Audit Executive 
 d. Manage of Quality Assessment  
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30. The purpose of the internal audit’s evaluation of the effectiveness of existing risk 
management processes is to determine that 
 
 a. Management has planned and designed so as to provide reasonable 
assurance of achieving objectives and goals 
 b. Management directs processes so as to provide reasonable assurance of 
achieving objectives and goals 
 c. The organisation’s objectives and goals will be achieved efficiently and 
economically 
 d. The organisation’s objectives and goals will be achieved in an accurate and 
timely manner and with minimal use of resources 
 
31. Which of the following is an appropriate statement of an audit engagement objective? 
 
 a. To observe the physical inventory count. 
 b. To determine whether inventory levels are sufficient to meet projected sales. 
 c. To search for the existence of obsolete inventory by computing inventory 
turnover by product line. 
 d. To conclude on stock-outs in the engagement final communication. 
 
32. One of the purposes of the International Standards for the Professional Practice of 
Internal Auditing as stated in the Introduction to the current version of the Standards is 
to 
 
 a. Encourage the professionalization of internal auditing. 
 b. Establish the independence of the internal audit activity and emphasize the 
work of internal auditors. 
 c. Encourage external auditors to make more extensive use of the work of internal 
auditors. 
 d. Establish the basis for evaluating internal auditing performance. 
 
33. A major reason for establishing an internal audit activity is to 
 
 a. Relieve overburdened management of the responsibility for establishing 
effective controls. 
 b. Safeguard resources entrusted to the organisation. 
 c. Ensure the reliability and integrity of financial and operational information. 
 d. Evaluate and improve the effectiveness of control processes. 
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34. During an engagement to evaluate the organisation’s accounts payable function, an 
internal auditor plans to confirm balances with suppliers. What is the source of authority 
for such contacts with units outside the organisation? 
 
 a. Internal audit policies and procedures 
 b. The Standards 
 c. The Code of Ethics 
 d. The internal audit activity’s charter 
 
35. The authority of the internal audit activity is limited to that granted by  
 
 a. The board and the controller. 
 b. Senior management and Standards.  
 c. Management and the board. 
 d. The board and the Chief Financial Officer. 
 
36. Objectivity is most likely impaired by an internal auditor’s 
 
 a. Continuation on an engagement at a division for which (s)he will soon be 
responsible as the result of a promotion. 
 b. Reduction of the scope of an engagement due to budget restrictions. 
 c. Participation on a task force that recommends standards for control of a new 
distribution system. 
 d. Review of a purchase agent’s contract drafts prior to their execution. 
 
37. A treasury department employee transferred to the internal audit activity of the same 
organisation last month. The Chief Financial Officer of the organisation has suggested 
that, because of the employee’s significant knowledge in this area, it would be a good 
idea for the employee to immediately begin an engagement to evaluate the treasury 
department. In this circumstance, the employee should 
 
 a. Accept the engagement and begin work immediately. 
 b. Discuss the need for such an engagement with the employee’s former superior, 
the treasurer. 
 c. Suggest that the engagement be performed by another member of the internal 
audit staff. 
 d. Offer to prepare an engagement work program but suggest that interviews with 
the employee’s former co-workers be conducted by other members of internal 
audit staff. 
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38. Follow-up activity may be required to ensure that corrective action has taken place for 
certain observations made in an assurance engagement. The internal audit activities 
as required should be defined in the  
 
 a. Internal audit activity’s charter. 
 b. Mission statement of the audit committee. 
 c. Engagement memo issued prior to each engagement. 
 d. Purpose statement within applicable engagement communications. 
 
39. Which of the following goals sets risk management strategies at the optimum level? 
 
 a. Minimize costs. 
 b. Maximize market share. 
 c. Minimize losses. 
 d. Maximize shareholder value. 
 
40. Managerial control can be divided into feedforward, concurrent, and feedback controls. 
Which of the following is an example of a feedback control? 
 
 a. Quality control training. 
 b. Budgeting. 
 c. Forecasting inventory needs. 
 d. Variance analysis. 
 
41. Cheques from customers are received in the organization’s mail room each day. What 
controls should be in place to safeguard them? 
 
 a. Establishing a separate post office box for customer payments. 
 b. Forwarding all cheques to the cashier upon receipt. 
 c. Requiring a specific mail clerk to list and restrictively endorse each cheques. 
 d. Providing bonding protection for mail cheques. 
 
42. A payroll engagement objective is to determine whether segregation of duties is proper. 
Which of the following activities is incompatible? 
 
 a. Hiring employees and authorising changes in pay rates. 
 b. Preparing payroll and filling payroll tax forms. 
 c. Signing and distributing payroll checks. 
 d. Preparing attendance data and preparing the payroll. 
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43. Which of the following would minimalize defects in finishing goods caused by poor 
quality raw materials? 
 
 a. Documented procedures for the proper handling of work-in-process inventory. 
 b. Required material specifications for all purchases. 
 c. Timely follow-up on all unfavourable usage variances. 
 d. Determination of the amount of spoilage at the end of the manufacturing 
process. 
 
44. A utility with a large investment in repair vehicles would most likely implement which 
internal control to reduce the risk of vehicle theft or loss? 
 
 a. Review insurance coverage for adequacy. 
 b. Systematically account for all repair work orders 
 c. Physically inventory vehicles and reconcile the results with the accounting 
records. 
 d. Maintain vehicles in a secured location with release and return subject to 
approval by a custodian. 
 
45. The chief audit executive is preparing the audit work schedule for the next budget year 
and has limited resources. In deciding whether to schedule the purchasing or the 
personnel department for an engagement, which of the following is the least important 
factor? 
 
 a. Major changes in operations have occurred in one of the departments. 
 b. The internal audit staff has recently added an individual with expertise in one of the 
areas. 
 c. More opportunities to achieve operating benefits are available in one of the 
departments than in the other. 
 d. Updated assessed risk is significantly greater in one department than the other. 
 
46. The capabilities of individual staff members are key features in the effectiveness of an 
internal audit activity. What is the primary consideration used when staffing an internal 
audit activity? 
 
 a. Background checks. 
 b. Job descriptions. 
 c. Continuing education. 
 d. Organizational orientation. 
 
47. In most cases, an internal audit activity should document policies and procedures to 
ensure the consistency and quality of its work. The exception to this principle is directly 
related to 
 
 a. Departmentation. 
 b. Division of labour. 
 c. Size of the internal audit activity. 
 d. Authority.  
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48. A quality assurance and improvement program (OAIP) of an internal audit activity 
provides reasonable assurance that internal auditing work is performed in accordance 
with its charter. Which of the following are designed to provide feedback on the 
effectiveness of an internal audit activity? 
 
 I. Proper supervision 
 II. Proper training 
 III. Internal reviews 
 IV. External reviews 
 
 a. I, II, and III only. 
 b. II, III, and IV only. 
 c. I, III, and IV only. 
 d. I, II, III, and IV. 
 
49. Which of the following is part of the internal audit activity’s quality assurance program, 
rather than being included as part of other responsibilities of the chief audit executive 
(CAE)? 
 
 a. The CAE provides information about and access to internal audit working 
papers to the external auditors to enable them to understand and determine the 
degree to which they can reply on the work of the internal auditor. 
 b. Management approves a formal charter establishing the purpose, authority, 
and responsibility of the internal audit activity. 
 c. Each individual internal auditor’s performance is appraised at least annually. 
 d. Supervision of an internal auditor’s work is performed throughout each audit 
engagement. 
 
50. In the planning phase, the scope of an internal audit engagement is defined by the 
 
 a. Engagement objectives. 
 b. Scheduling and time estimates. 
 c. Preliminary survey. 
 d. Engagement work program. 
 
51. Which of the following is the best explanation of the difference, if any, between 
engagement objectives and procedures? 
 
 a. Procedures establish broad general goals. Objectives specify the detailed work 
to be performed. 
 b. Objectives are tailor-made for each engagement. Procedures are generic in 
application. 
 c. Objectives define desired accomplishments. Procedures provide the means of 
reaching conclusions related to the objectives. 
 d. Procedures and objectives are essentially the same. 
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52. An internal auditing team developed a preliminary questionnaire with the following 
response choices: 
 
 I. Probably not a problem 
 II. Possibly a problem 
 III. Probably a problem 
 
The questionnaire illustrates the use of 
 
 a. Trend analysis. 
 b. Ratio analysis. 
 c. Unobtrusive measures or observations. 
 d. Rating scales. 
 
53. The internal audit activity has been assigned to perform an engagement involving a 
division. Based on background review, the internal auditor knows the following about 
management policies: 
 
 - Organizational policy is to rapidly promote divisional managers who show 
significant success. Thus, successful managers rarely stay at a division for 
more than 3 years. 
 - A significant portion of division management‘s compensation comes in the form 
of bonuses based on the division's profitability. 
 
  The division was identified by senior management as a turnaround opportunity. 
The division is growing but is not scheduled for a full audit by the external 
auditors this year. The division has been growing about 7% per year for the 
past 3 years and uses a standard cost system. 
 
  During the preliminary review, the internal auditor notes the following changes 
in financial data compared with the prior year: 
 - Sales have increased by 10%. 
 - Cost of goods sold has increased by 2%. 
 - Inventory has increased by 15%. 
 - Divisional net profit has increased by 8%. 
 
  It is November and the internal auditing manager is finalizing plans for a year-
end engagement at the division. Based on the data, the engagement procedure 
with highest priority is to 
 
 a. Select sales transactions and trace shipping documents to entries into cost of 
goods sold to determine whether all shipments were recorded. 
 b. Schedule a complete count of inventory at year end and have the internal 
auditor observe and test the year-end inventory. 
 c. Schedule a complete investigation of the standard cost system by preparing 
cost build-ups of a sample of products. 
 d. Schedule a year-end sales cut-off test. 
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54. Which of the following is permissible under The IIA Code of Ethics? 
 
 a. Disclosing confidential, engagement-related information that is potentially 
damaging to the organization in response to a court order. 
 b. Using engagement-related information in a decision to buy an ownership 
interest in the employer organization. 
 c. Accepting an unexpected gift from an employee whom the internal auditor has 
praised in a recent engagement communication. 
 d. Not reporting significant observations and recommendations about illegal 
activity to the board because management has indicated it will address the 
issue. 
 
55. A new staff internal auditor was told to perform an engagement in an area with which 
the internal auditor was not familiar. Because of time constraints, no supervision was 
provided. The assignment represented a good learning experience, but the area was 
clearly beyond the internal auditor’s competence. Nonetheless, the internal auditor 
prepared comprehensive working papers and communicated the results to 
management. In this situation 
 
 a. The internal audit activity violated the Standards by hiring an internal auditor 
without proficiency in the area. 
 b. The internal audit activity violated the Standards by not providing adequate 
supervision. 
 c. The chief audit executive has not violated The IIA Code of Ethics because it does 
not address supervision. 
 d. The Standards and The IIA Code of Ethics were followed by the internal audit 
activity. 
 
56. Which of the following situations is a violation of The IIA Code of Ethics? 
 
 a. An internal auditor was ordered to testify in a court case in which a merger partner 
claimed to have been defrauded by the internal auditor’s organization. The 
internal auditor divulged confidential information to the court. 
 b. An internal auditor for a manufacturer of office products recently completed an 
engagement to evaluate the marketing function. Based on this experience, the 
internal auditor spent several hours one Saturday working as a paid consultant 
to a hospital in the local area that intended to conduct an engagement to 
evaluate its marketing function. 
 c. An internal auditor gave a speech at a local IIA chapter meeting outlining the 
contents of a program the internal auditor had developed for engagements 
relating to electronic data interchange (EDI) connections. Several internal 
auditors from major competitors were in the audience. 
 d. During an engagement, an internal auditor learned that the organization was 
about to introduce a new product that would revolutionize the industry. Because 
of the probable success of the new product the product manager suggested that 
the internal auditor buy an additional interest in the organization, which the internal 
auditor did. 
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57. In complying with The IIA Code of Ethics, an auditor should 
 
 a. Use individual judgment in the application of the principles set forth in the Code. 
 b. Respect and contribute to the objectives of the organization even if it is engaged 
in illegal activities. 
 c. Go beyond the limitation of personal technical skills to advance the interest of 
the organization. 
 d. Primarily apply the competency principle in establishing trust. 
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QUESTION 2 18 MARKS 
 
Please refer to Appendix A. The extract was taken from the July 2012 “Insights on Risk” issued 
by Ernst & Young. This particular publication was titled: “The future of internal audit is now - 
Increasing relevance by turning risk into results”. 
 
 
YOU ARE REQUIRED TO: 
 
(b) 
 
From the extract it is evident that it is essential that internal auditors need to 
add value to an organisation. Discuss the minimum requirements that an 
internal auditor needs to adhere to in terms of adding value to an organisation, 
as per the International Standards for the Professional Practice of Internal 
Auditing (IPPF Standards). 
 
(18) 
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